Introduction
The long-term goal of Canadian immigration policy is to insure that the majority of its foreign-born arrivals become citizens. To this end the current Canadian ministry of immigration is charged to perform both immigrant selection and citizenship functions.
Moreover, the majority of foreign-born permanent immigrants to Canada are entitled to apply for citizenship after a three-year period of residency. According to the 1996 Census of Canada, 74.6% of Canada's foreign-born were citizens.
In addition the majority of Canada's post-1986 immigrant flows emanate from China and India, and, after 5 years in residence, these immigrants ascend to citizenship at In sum, both Canadian immigrants and Canadian policymakers face a new set of economic issues which arise from the process and the outcomes of immigrant ascension to citizenship. Beyond these issues, a series of fundamental questions however need to be addressed, including:
• What are the individual determinants that affect immigrants' decision to ascend to citizenship at various stages in their lifetime?
• Do immigrants economically gain in either the public or private labour markets from their ascension to citizenship?
• From an economic perspective, what is the optimal waiting period before Canada should allow ascension to citizenship?
In order to answer these questions we propose to model:
• The affect of economic (income, occupation), social (marital status, household size, children, etc.), political (dual citizenship) and demographic (age, years in Canada) variables on the immigrants' decision to ascend to citizenship;
• The economic impact of citizenship on the occupational distribution and earnings of immigrants.
Literature
The economic literature on citizenship primarily consists of two separate views.
One view attempts to rationalize an immigrant's decision to acquire citizenship and the other view investigates the economic consequences of such decision. The evidence on the determinants of acquiring citizenship remains highly controversial largely due to the specifics of the populations studied and the varying nature of the data used. While some authors (Kelley and McAllister, 1982; Portes and Mozo, 1985) insist on the importance of economic variables, such as education, occupation and income, others (Bernard, 1936; Barkan and Khokhlov, 1980, Portes and Curtis, 1987) were among the demographic factors that increase the odds of becoming a citizen. While the home country level of development proved to be a significant predictor of immigrant's naturalization decision, the availability of dual citizenship did not obtain the expected effect.
The other stream of studies ignores the economic rationale for becoming a citizen and addresses only the possible economic impacts of immigrant citizenship. For example, Bratsberg et al. (2002) using a youth panel data set find that immigrant ascension to citizenship alters the immigrants' occupational distribution and raises their earnings in the United States labour market. Moreover, they argue that these effects are greater for immigrants from less developed countries. Other economic studies of labour market outcomes of citizenship are more limited in scope since they mostly incorporate the citizenship affect as an addendum to a larger study. Pivnenko and DeVoretz (2004) found a strong citizenship affect on Ukrainian immigrant earnings in Canada. Mata (1999) reports no evidence on the economic impact of Canadian citizenship on immigrant earnings after conducting a principal components analysis with 1996 Canadian data. In reviewing the economic outcomes of Chinese-Canadian citizens who returned to HongKong, DeVoretz and Zhang (2004) found that returnees earned higher incomes in HongKong than any other resident group. In the Swedish case, Bevelander (2000) reports that the log odds of obtaining employment improved for those immigrants who obtained Swedish citizenship in 1990. v In sum, we conclude from this brief literature survey that no comprehensive study of both citizenship ascension and its economic impact exists. Table 1 reports some socio-economic data for the 1996 Canadian foreign-born population by citizenship status. We focus on those variables which most frequently appear in a human capital model of earnings. The age of foreign-born non-citizens is much lower, with over 46% of this group under the age of 36, while foreign-born citizens comprise only 33% or less of this relatively young age group (Figure 2 ). This finding may be spurious since age is correlated with years in Canada (tenure). Given that an immigrant must wait approximately three years to qualify for citizenship, we would expect that the citizen (non-citizen) population would be older (younger). In fact, the distribution by tenure in Canada reported in Table 1 reflects this observation since 50% of non-citizens have been in Canada less than 5 years.
Stylized Facts
Non-citizens also report less education with 50% or more having a high school or less qualification; thus these non-citizens are also over-represented in the unskilled category, with 58%.
The labour force participation of non-citizens is also skewed with only 61% participating full time in the Canadian labour force as compared to 75% for immigrants who became citizens.
If the observed age, low educational qualifications, limited skills and weeks worked are combined for non-citizens, then you would expect that the wage earnings and total income of non-citizens would be considerably lower than that of citizens who have a greater human capital endowment. This proves to be true since non-citizens earn approximately 8,000 dollars, or 25%, less than citizens.
In sum, this brief overview indicates that citizenship status is correlated with human capital endowment and earnings performance for Canadian immigrants.
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Theory: Costs and Benefits of Ascending to Canadian Citizenship
The economic problem that immigrants face is to choose a state: citizenship or noncitizenship, which maximizes their income net of citizenship ascension cost given their human capital stock. Figure 3 imbeds the citizenship decision inside a more general model of moving and staying (DeVoretz et al. 2002) . Each stage of this journey involves a decision to move or stay, and this decision is, in turn, is conditioned by possible ascension to citizenship.
For purposes of illustration, we will follow only one branch of this decision tree to simplify the argument. To focus on the citizenship decision, we only follow the bold path.
In stage 1, the immigrant resides in country A and decides to move to country B. This movement was presumably motivated by the prospect of higher earnings and the benefits of ascending to citizenship. In addition, the greater the income earned by the immigrant prior to citizenship in the destination country, the greater the probability of ascending to citizenship.
We acknowledge that other factors outside this human capital framework affect the immigrant's decision. Figure 3 points to further conditioning factors in the citizenship acquisition decision beyond the human capital arguments cited above. Why is there such a gap across countries of origin and vintages of immigrants?
Several forces appear to be acting on these vintages of immigrants to affect their probability of citizenship acquisition, and any modeling exercise must recognize these forces. First, the foregone income in the home country conditions the speed of ascension.
In the absence of dual citizenship recognition, the immigrant faces a low opportunity cost by foregoing the opportunity of return migration after the move to Canada then citizenship acquisition is earlier and faster.
Next, the ease and desire for family reunification will affect the immigrant's decision to acquire citizenship. If Chinese and Indian immigrants show a greater propensity to sponsor family members than the older European vintage of immigrants (Akbar, 1995) , return migration by Chinese and Indian immigrants will be less likely.
In addition, differential benefits of acquiring Canadian citizenship accrue to the two groups depicted in Figure 3 . Acquisition of Canadian citizenship by Chinese and Indian nationals affords a potential increase in labour mobility since these groups can enter the United States labour market with a TN or NAFTA visa. Of course, United States and Western European passports would yield entry to their holders into NAFTA or EU labor markets respectively, without the necessity of acquiring Canadian citizenship and a Canadian passport.
In sum, human capital characteristics plus immigrant source country characteristics (level of development, dual citizenship recognition and portability of home citizenship)
should be incorporated in an economic model of citizenship acquisition.
Results: Citizenship Acquisition
First we report our regression results for our model of citizenship ascension for all of Canada's major immigrant sending countries. vii Since we also feel that citizenship may vary by gender, we further disaggregate our results by gender. viii For male immigrants (Table 2 -A) most of the life-cycle variables obtain the predicted sign and are significant.
The effect of the income variable (LNWDIF) that measures the predicted logarithmic differences of citizen versus non-citizens wages is relatively small and negative. ix Home ownership (HOWN) and years since immigration (YSM), strongly influence the log odds of ascending to citizenship. Although being legally married generally decreases the likelihood of ascension to citizenship, presence of young children partially offsets this effect. The non-OECD results reported in reported in Table 3 -B are in sharp contrast to the OECD results. First, the wage variable is insignificant and obtains an incorrect sign.
In addition, household composition and time-related variables (age and years in Canada)
have strong positive effects on the immigrant's decision to ascend to citizenship. 
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Given the stylized facts reported in Figure 3 , there also appears to be a distinct behavioral break between those groups who ascend to citizenship when first eligible (between 4 to 6 years) and a second group who ascends to citizenship after 10 years of residence in Canada. Tables 3-C and 3-D report the regression results for those immigrants who chose to ascend to Canadian citizenship when it was first available to them, i.e., between the 4 th and 6 th year of residence in Canada, and after 10 years in residence. In sum, the proposed socio-economic model of immigrant ascension rationalizes the decision process for both OECD and non-OECD immigrants in different dimensions with the wage differences variable proving relevant in both cases. In addition, the model best describes the process of immigrant ascension for those with less than six years in Canada.
Economic Impact: Occupational Shift
Given the literature reviewed and the arguments contained in our theory section, two major citizenship effects should appear in the labour market. First, the occupational distribution of citizens should change to increase the number of foreign-born TNprofessional and government occupations after citizenship.
Next, controlling for all other human capital arguments, citizenship acquisition should increase the earnings for all immigrants, since they should face less labour market discrimination owing to perceived cultural differences. Finally, the citizenship effect should differ by source country, with a greater effect being generated for foreign-born citizens from non-English-speaking countries. The rationale for this argument is found in Figure 2 : prior to citizenship acquisition, however obtains the incorrect sign in the female group and is insignificant in the male case. For males and females the interaction variables for occupation and citizenship status are all statistically significant and in most cases obtain a positive sign. The exception is the coefficient on male administrative-citizenship variable, which is small and negative.
We augment our initial model by further interacting citizenship with a language dummy thus explicitly recognizing the importance of citizenship as a possible signal of language competency. Table 5 reports the results for our language-augmented citizenship-earnings model.
The citizenship variable (CTZN) has a relatively small effect on earnings, and is insignificant for males. In addition, the coefficient on language ability interacted with citizenship indicates a small but statistically significant effect on wage earnings for both groups, and obtains a negative sign in the female case. However, the interaction of first language ability and occupational status (managers, professionals and administrators)
with citizenship results in a strong positive interaction which boasts male and female foreign-born citizen earnings. Again, the male administrative-citizenship variable is the exception. One important difference appears across the cohorts with respect to the citizenship effect on earnings. In the pre-1980 period the citizenship effect is significantly negative for males and females, while it is significantly positive after 1981. The remaining parameters in these earnings equations were stable between the two cohorts, suggesting that only the labour market's response to citizenship changed between these two periods.
Economic Impact: Age Earnings Simulations xv
To illustrate the importance of the citizenship effect we produce below a series of country-specific age-earnings simulations with and without the detected citizenship effect. In sum, under these age-earnings simulations the citizenship effect on earnings for the reviewed countries was substantial, and in every case except the Chinese, citizenship allowed the respective immigrants to outperform the earnings of the Canadian-born.
Economic Impact: Decomposition of Wage Differentials Between Naturalized and
Native-born Canadians
As suggested earlier, ascension to Canadian citizenship not only provides immigrants with access to an expanded labour market, but also rewards the newly naturalized citizen with a wage premium, as shown in Figures 6 and 7 . But are these equalized earnings a consequence of non-discriminatory treatment due to citizenship or a result of the fact that newly ascended citizens have a greater stock of human capital?
Given that immigrants are either singly or doubly selected, the average immigrant may have a greater human capital endowment than the average native-born Canadian. Then, after acquiring Canadian citizenship, do these better-educated and more experienced immigrants actually earn more than their native-born counterparts? If so, why? In order to answer these questions we employ the Binder-Oaxaca decomposition methodology. The basic idea underlying this method is that differences in wages between two population groups (citizens and non-citizens) can be explained by the differences in their productive characteristics, and by the differences in the OLS (Ordinary Least Squares) regression coefficients, which in turn represent returns to those characteristics.
We now turn to estimating the sources of earnings differences between naturalized and native-born Canadians. Using the pooled wage structure as a benchmark ("nondiscriminatory" structure) we obtain the decomposition of wage differential in the following matrix form:
In this decomposition formula, the first term on the right hand side represents the amount by which productive characteristics of the Canadian-born are overvalued (positive discrimination), the second term measures the amount of the labour market undervaluation of productive characteristics for naturalized Canadian citizens (negative discrimination), and the third term attributes earnings differences to differences in different productive characteristics (human capital endowments) of the two populations.
We conduct this decomposition experiment across genders and source country groups. Table 6 reports the decomposition results which suggest that, regardless of the region of origin, naturalized male citizens are better endowed with human capital than their native-born counterparts, whereas females are approximately on a par with nativeborn females.
xvii For example, in the absence of (positive) labour market discrimination, naturalized male Canadians would have earned 12.87% greater wages than native-born males if they came from OECD countries, and 9.18% more if they came from Asian countries. However, this advantage in human capital endowments is completely offset by the negative labour market treatment for the Asian group (22.62%), and slightly reinforced by the overvaluation of productive characteristics for the OECD immigrant citizen group (3.66%). As a result, males from OECD group earn on average 16.8%
greater wages than the native born, contrary to their counterparts from Asia who earn 14.15% smaller wages than the native-born average. Interesting conclusions arise from the decomposition results for females in Table   7 . Compared to their native-born counterparts, female workers from Asian countries demonstrate an equal wage earnings performance with no labour market discrimination or human capital disparity. Small positive discrimination (4.78%) is detected for females 23 from OECD countries. This positive discrimination and their slightly greater productive characteristics translate into 8.6% wage premium over the average native-born female from OECD countries. If the earnings premium is owing to overvaluation of foreign-born citizens' productive characteristics, then positive discrimination explains the citizenship wage premium.
To answer these questions, we turn to our decomposition analysis between foreignborn citizens and non-citizens in Table 8 . foreign-born citizens and non-citizens (column 2) is due predominately to differences in human capital endowments. For example, all foreign-born males earned 35.6% more as citizens than non-citizens, and differences in human capital endowments explained about 85% of this wage premium. A similar pattern holds for the foreign-born professionals, suggesting positive self-selection into citizenship acquisition for both professionals and all the foreign-born. It also should be noted from Table 1 , which reports the endowments for the various populations, that the most profound difference in endowments reported is number of weeks worked. In short, a greater percentage of naturalized citizens work fulltime (75%) than non-citizens (62%).
Finally, the decomposition results by entry cohort (Appendix D) clearly indicate that wage earnings differential between citizens and non-citizens is 3-3.5 times (5-6 times in professional occupations) higher for immigrants who landed after 1980. This wage earnings gap is mostly explained by the greater human capital endowments effect in the post 1980 cohort.
Conclusions
Ascension to citizenship for a select group of Canadian immigrants follows the socio-economic model presented here. Immigrants from poor countries (non-OECD) and immigrants who ascend to citizenship when it is first possible (4-6 years) have their decision conditioned by their wage, marital status, age and presence of children.
Immigrants from developed OECD countries base their decision primarily on the prospect of an earnings gain from citizenship and years in Canada. This decision-making process holds for both males and females.
The economic impact of this citizenship decision is substantial in the Canadian context. There exists a substantial gap between the immigrants' intended occupation prior to arrival and the actual occupations after entering Canada's labour force. Female immigrants' acquisition of citizenship restored their occupational distribution, which then more closely resembled their intended occupation prior to arrival. This restoration does not occur for foreign-born males.
In addition, after citizenship acquisition, both male and female immigrants experience a rise in earnings. The interaction of citizenship, occupation and language boosts immigrant earnings in managerial, professional and administrative occupations.
This suggests that citizenship acts as a signal for language competency, and that it reduces cultural distance.
Our simulation experiments traced the effect of citizenship on foreign-born earnings relative to Canadians over their lifetimes. They indicated that, in the majority of cases, ascension to citizenship reduced the earnings gaps relative to Canadians, and allowed the foreign-born citizens to earn a premium.
Finally, decomposition analysis indicates that the citizenship earnings premium awarded to the Canadian foreign-born is owing to their greater human capital endowment relative to their Canadian-born reference group. In addition, citizens from OECD countries received a premium for these human capital characteristics, while Asian immigrants experienced a devaluation in their credentials. When we decompose the sources of earnings differences between foreign-born citizens and non-citizens, the earnings advantage from citizenship is explained almost entirely by the greater human capital endowment of foreign-born citizens, especially the number of full-time workers.
This suggests positive self-selection into citizenship and the need to explore a model which recognizes that number of weeks worked, or earnings and citizenship, may be endogenous.
APPENDIX A: Working Sample Description and List of Variables
In this paper we use the data from the 5% censored sample from 1996 Census of Canada (Public Use Microdata File). The population of interest was restricted to all foreign-born who in 1996 were between 25 and 65 years of age, lived in Quebec, Ontario, Manitoba, Saskatchewan, Alberta or British Columbia, and reported themselves full-time employed as paid workers in 1995. In sum, our working sample of 46,925 immigrants included 36,372 naturalized Canadian citizens and 10,553 non-citizens (permanent residents). Table 4 Dependent 
